Sect, iii           CUBA AND THE UNITED STATES                371
United States Government towards Cuba. Another feature of this
period was the rise to economic power and political influence of
public utility undertakings such as the Havana Electric Railway,
the Cuban Telephone Company, and the Compania Cubana de Elec-
tricidad, a subsidiary of the American and Foreign Light and Power
Company, the two last mentioned having the financial backing of
J. P. Morgan & Co.
American business interests were said to have supported the
election of General Gerardo Machado, who took office as President
on the 30th May, 1925. His previous career had certainly given
him a connexion with the business world, while during his term of
office his son-in-law Sefior Jose Obregon became manager of the
Havana branch of the Chase National Bank. Though he had come
to power during a revival of nationalism and had avowed his inten-
tion of promoting the economic independence of Cuba, this policy
was carried out in such a way as to conflict as little as possible with
American interests.
In order to encourage new industries and the production of crops
other than sugar, the Machado Government drew up a revised
customs tariff which came into force in 1927, and was often increased
during the next six years, with the effect of raising the already high
cost of living. Towards the end of the Machado regime, American
exporters to Cuba began to complain that the tariff placed them at
a disadvantage, and that the Reciprocity Treaty preference was of
little use to them, because, owing to the increased consumption and
luxury taxes, the actual rate of duty represented a smaller proportion
of the selling price of any article.
Under a law of the 15th July, 1925, President Machado em-
barked on an ambitious scheme of public works. His plan for a
central road system throughout the island may have enriched the
President himself and his followers, but it had the merit of encourag-
ing crop diversification as well as of attracting tourists.
The special taxes levied for the financing of these plans proved
insufficient for the purpose, and though President Machado had
repeatedly declared that no new foreign loans should be raised, a
contract was made with the Chase National Bank for the financing
of public works construction up to the sum of $10,000,000. In June
1928 this loan was transformed into a revolving credit of $60,000,000
and in February 1930 another agreement with the bank provided
for an $80,000,000 issue of public works 5J per cent, gold bonds. The
bank purchased $40,000,000 of these bonds to cancel the short term
certificates which it held, and also granted the Government a one-